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The competition in the 21St century rests in developing human resource and 
unleashing their potential. Especially, in the information and electronics industries, 
patents and technologies are controlled by key talents in company. Therefore, to attract, 
motivate and develop human resource is an important task for companies that want to 
make their enterprises persistently prosperous. The design of compensation is an 
important part of human resources management. A scientific and effective 
compensation system can help an enterprise acquire human resource and construct its 
talent pyramid.  
   Company A is a fast growing medium to large size of company in the information 
and electronics industry, and its employees increased geometrically in the past years. 
Thus the human resource management needs to be update timely to meet the needs of 
the growth. At the same time, A is experiencing fierce competition in talent market, so 
that a new compensation system needs to be in place. With this background, the author 
integrates the management theories learnt in MBA program with the practical skills and 
designs this compensation project. The author hopes it can provide valuable reference 
to companies that face similar challenges. 
    Here are four chapters in this paper: 
Chapter 1 reviews the theory of compensation, including its meanings, 
classification, function, development trends，design principles and design processes. By 
clarifying the concept of compensation, this chapter defines the research scope and 
content of this paper and provides the theoretical basis for the following parts. 
Chapter 2 presents the case of company A by introducing the status and the main 
challenges it is facing. By applying relative stimulant theories in analyzing these 
challenges, the author concludes that the main reason for talent drain lies in the 
compensation system.  
Chapter 3 illustrates the detailed methodologies and processes of revising 
company A’s compensation system under the compensation theoretical framework. It 
also explains the operational details of performance-based fixed compensation design 
and annual bonus design. Then, evaluates the new compensation solution for company 
A and provide suggestions for further improvements. 
Chapter 4 summarizes the important role that compensation system played in the 
enterprise management, bring forward that the functions of compensation system needs 
the support of other management mechanism. 
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    公平原则是薪酬设计首要考虑的一个重要原则。只有员工认为设计出来的薪
酬体系较为公平时，才会产生认同感和满意度，薪酬的激励作用也才能实现。 
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